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TAGS: EFIN, I A 

SUB J : ECONOMIC AND FINANCIAL DEVELOPMENTS - FEB 17-23 

1 . SUMMARY: PRIMIN FUKUDA SAYS YEN APPRECIATION SHOULD AID IN STRU- 
GGLE AGAINST INFLATION. JFY 76 SUPPLEMENTARY BUDGET APPROVED BY 
DIET. DIET DELIBERATIONS ON FY 77 BUDGET HIGHLIGHTED BY HINTS FROM 
PM REGARDING POSSIBLE COMPROMISE WITH OPPOSITION ON BUDGET AMEND- 
MENT. REVISED DEC INDUSTRIAL PRODUCTION AND SHIPMENTS DATA CONFIRM 
CONTINUING DULLNESS OF ECONOMY, ALTHOUGH JAN DEPARTMENT STORE SALES 
RISE STRONGLY (AFTER DECLINES IN TWO PREVIOUS MONTHS). JAPANESE 
SECURITIES COMPANIES ANNOUNCE REDUCTION IN INTEREST RATES ON IN- 
DUSTRIAL BONDS. END SUMMARY. 

2. COMMENTS BY PRIMIN FUKUDA THIS PAST WEEK CONCERNING YEN APPRE- 
CIATION BEFORE THE LOWER HOUSE BUDGET COMMITTEE HAVE BEEN INTER- 
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PRETED BY SOME NEWSPAPERS AS AMBIGUOUS ABOUT FUTURE JAPANESE EX- 
CHANGE RATE POLICY. SAYING THAT HE THOUGHT IT HEALTHY FOR THE YEN 
TO BECOME STRONG, IF THAT IS THE RESULT OF NATURAL FORCES, FUKUDA 
WAS OBVIOUSLY TRYING TO PROMOTE PUBLIC ACCEPTANCE OF THE RECENT 
APPRECIATION OF THE YEN. PROBABLY SOMEWHAT UNHAPPILY FROM HIS 
POINT OF VIEW, THE PRESS HAS RAISED QUESTIONS AS TO WHETHER THE 
PRIMIN WAS TRYING TO REDEFINE JAPANESE EXCHANGE RATE POLICY. THE 
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PRIM IN ALSO (WITHOUT AMBIGUITY) ASKED HIS CABINET TO DO WHAT IT 
COULD TO SEE THAT THE FRUITS OF RECENT YEN APPRECIATION ACCRUE TO 
THE CONSUMER, AS A MEANS OF REDUCING INFLATIONARY PRESSURES. IN 
THE FOREIGN EXCHANGE MARKET, THE YEN HAS BEEN MORE STABLE THIS 
WEEK, TRADING MAINLY AT AROUND YEN 283 PER DOLLAR, IN RELATIVELY 
MODERATE VOLUMES OF $150 TO 195 MIL PER DAY SINCE LAST THURSDAY. 

3. SUPPLEMENTAL BUDGET FOR JFY 76 WAS APPROVED BY BOTH HOUSES OF 
DIET THIS PAST WEEK. FOLLOWING PASSAGE BY LOWER HOUSE WITHOUT VOTE 
TALLY, SAT, FEB 19, WITH SUPPORT OF LDP AND NEW LIBERAL CLUB, THE 
BUDGET WAS APPROVED BY 124 TO 94 VOTE IN HOUSE OF COUNCILLORS EVE- 
NIGN TUES, FEB 22. SUPPLEMENTARY BUDGET BILL, WHICH EMBODIES 
STIMULUS PROGRAMS ANNOUNCED BY GOJ ON NOV 12, 1976, PROVIDES FOR 
YEN 354.2 BIL INCREASE IN GENERAL ACCOUNT EXPENDITURES AND YEN 334.3 
BIL INCREASE IN FISCAL LOAN AND INVESTMENT PROGRAM OUTLAYS. 

4. CONTINUING DELIBERATIONS ON JFY 1977 BUDGET IN THE DIET DURING 
PAST WEEK HAVE SEEN PRIMIN FUKUDA, THOUGH STILL SUPPORTING CABINET- 
DRAFTED BUDGET FOR JFY 1977, IMPLY SOME FLEXIBILITY TOWARD OPPO- 
SITION PARTIES' DEMANDS FOR BUDGET AMENDMENT. WHILE MAINTAINING THE 
GOVT'S POSITION THAT THE DIET'S RIGHT TO CONSIDER BUDGET SHOULD NOT 
INFRINGE ON CABINET’S RIGHT TO PROPOSE THE BUDGET, GOVT WOULD CON- 
SIDER AMENDING BUDGET IF LDP AND OPPOSITION REACH AGREEMENT ON PRO- 
POSALS WHICH APPEARED TO BE BETTER FOR PUBLIC WELFARE AND THE NAT 
ION. LOWER HOUSE BUDGET COMMITTEE DIRECTORS HAVE AGREED THAT TWO 
FULL DAYS, MAR 3 AND 4. WILL BE SPENT DELIBERATING ON INCOME TAX 

CUT. 

5. REVISED DEC INDUSTRIAL PRODUCTION AND SHIPMENTS DATA INDICATED 
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SMALL DECLINE IN PRODUCTION AND A SOMEWHAT LARGER FALL IN SHIP- 
MENTS FROM PRIOR MONTH. MINIG AND MANUFACTURING PRODUCTION (JEI 212) 
DIPPED 0.1 PERCENT (IN CONTRAST TO PRELIMINARY ESTIMATES OF NO 
CHANGE FROM PRIOR MONTH) AND PRODUCERS' SHIPMENTS OF FINISHED GOODS 
(JEI 39) FELL 0.8 PERCENT (VERSUS PRELIMINARY REPORT OF 0.6 PER- 
CENT DECLINE). FINISHED GOODS INVENTORIES INCREASED FOR FOURTH 
STRAIGHT MONTH AND INVENTORY TO SHIPMENTS RATION (JEI 253) ROSE TO 
HIGHEST LEVEL SINCE FEB 1976. ALTHOUGH THE REVISED FIGURES DIFFER 
ONLY SLIGHTLY FROM PRELIMINARY ESTIMATE (REPORTED TOKYO 1361), 

THEY NEVER THF.R I ,F,S S CONFIRM LACKLUSTER DEC PERFORMANCE. DEC PRODU- 
CTION LEVEL WAS ONLY 3 PERCENT ABOVE LEVEL OF JUNE 1976. AND DEC 
SHIPMENTS WERE ACTUALLY SLIGHTLY BELOW LEVEL RECORDED LAST JUNE. 
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INDUSTRIAL PRODUCTION SHIPMENTS AND INVENTORY 
SHIPMENTS RATION 

(INDEX 1970 EQUALS 100, S.A.) (PERCENT CHANGE FROM 
PRIOR MONTH) 

MIN. & MFG. PRODUCERS' INVENTORY/ 

PRODUCTION SHIPMENTS SHIPMENTS RATIO 

1975 109.7 (-11.0) 114.2 (-7.2) 140.9(0.3) 

1976 124.7 (13.7) 18.5 (12.5) 130.6 (-7.3) 

QUARTERLY DATA: 

JAN-MAR 118.8 (5.8) 124.1 (5.7) 127.7 (-6.9) 

APR-JUN 125.2 (5.4) 129.3 (4.2) 121.3 (-5.0) 

JUL-SEP 126.6(1.1) 130.4(0.9) 121.7(0.3) 

OCT-DEC 127.8 (0.9) 129.8 (-0.5) 129.3 (6.2) 

MONTHLY DATA: 

SEP 125.5 (-0.4) 128.8 (-1.5) 123.2(2.7) 

OCT 125.7(0.2) 126.9 (-1.5) 126.4(2.6) 
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NOV 128.9(2.5) 131.7 (3.8) 124.1 (-1.8 

DEC 128.8 (-0.1) 130.6 (-0.8) 128.5 (3.5) 

6. ON THE BRIGHTER SIDE, DEPARTMENT STORE SALES, SEASONALLY ADJUS- 
TED, ROSE 6.6 PERCENT IN JAN, THE LARGEST MONETHLY INCREASE IN 
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OVER A YEAR. JAN INCREASE IN SALES INDEX (JEI 302), WHICH CAME 
AFTER DECLINES IN TWO PREVIOUS MONTHS, WAS LED BY 13.9 PERCENT 
JUMP IN SALES OF CLOTHING AND 5.1 PERCENT RISE IN SALES OF HOUSE- 
WARES. 

(INDEX, 1970 EQUALS 100, S.A.) PERCENT CHANGE FROM PRIOR MONTH 

1976 NOV 250.3 MIN 1.5 

DEC 246.4 MIN 1.6 

1977 JAN 262.6 6.6 

7. YAMAICHI SECURITIES, REPRESENTING OTHER LEADING JAPANESE SECU- 
RITIES UNDERWRITING COMPANIES, ANNOUNCED ON FEB 18 THAT EFFECTIVE 
YIELDS ON NEW SUBSCRIPTIONS OF INDUSTRIAL BONDS WILL BE LOWERED 
BY 0.2 PERCENT, EFFECTIVE FOR MARCH ISSUES. THIS WILL BE THE FIRST 
SUCH DECREASE SINCE DEC 1975. FOLLOWING IS NEW RATE STRUCTURE FOR 
CORPORATE BOND ISSUES (TEN- YEAR MATURITY): 

EFFECTIVE 

COUPON ISSUE YIELD ON NEW 
RATE PRICE SUBSCRIPTION 
RATING (PERCENT) (YEN) (PERCENT) 


AA 

8.6 

99.50 

8.693 

A 

8.7 

99.50 

8.793 

BB 

8.8 

99.50 

8.894 

B 

8.9 

99.50 

8.994 


8. EXPORT CONTRACT PRICE INDEX (JEI 80, 1970 EQUALS 100, N.S.A.) 
CONTINUED TO DECLINE IN JAN FOR SECOND CONSECUTIVE MONTH TO 139.0; 
IMPORT CONTRACT PRICE INDEX ON OTHER HAND (JEI 88) INCREASED 
TO 213.1 AFTER RECORDING DECLINE IN DEC 76. 

SHOESMITH 
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